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 Case of Speedy Disaster Recovery
Despite having no formal disaster 
recovery plan, a Memphis firm 
bounced back in two days after 
experiencing a disastrous fire. 
Their experience provides some 
lessons on how to be prepared to 
react so quickly.
n March 2002, Memphis-based Watkins 
Uiberall, PLLC suffered a disastrous fire. 
The fire made their business quarters 
uninhabitable for some time. Despite this, the 
firm was functioning normally within 48 hours. 
Management’s quick reaction helped get the firm 
back into operation.
The firm had no formal disaster plan. 
Intuitively, however, management had taken some 
basic steps to prepare for contingencies, which 
helped them to move forward quickly after the fire.
Watkins Uiberall is one of the three largest local 
CPA firms in Memphis. Its total staff numbers 
approximately 60 employees, including nine 
partners. In addition to accounting and audit 
services, the firm provides business services, 
consulting, pension planning, and tax services.
At the time of the fire, Watkins Uiberall 
occupied the first and second floors of a four-story 
building. The fire resulted from arson. It was set on 
the third and fourth floors in four different 
locations.
The third and fourth floors were pretty much 
destroyed. On the first and second floors, Watkins 
Uiberall experienced water and smoke damage. A 
few files got wet, many had smoke in them, but 
none was destroyed. Most of the copiers were 
destroyed and desks, other furniture, and various 
artworks were damaged and needed to be 
repaired and stored. Carpet and wallpaper had to 
be replaced and the ceiling had to be restored 
completely.
The fire occurred on a Sunday, a day on which 
firm members frequently work, especially during 
the tax season. Partner Michael D. Uiberall had left 
the building that day at 4 P. M. At the time the fire 
started, three Watkins Uiberall people were still in 
the office. However, no one was hurt in the fire.
At about 6:30 Sunday night, one of Uiberall’s 
partners called to tell him that the building was on 
fire. Five minutes later, Uiberall was back to the 
office building.
A clear chain of command
Uiberall says, “The most important thing when you 
have a fire—or any disaster—is to have a chain of 
command. By 9 PM., it was obvious we could not 
get into the building the next day. The damage 
was heavy. I could not contact our managing 
partner Bill Watkins. Since I was second in charge, I 
took over.” With a chain of command, it is clear to 
all who can make the decisions and direct the steps 
needed to recover.
The second most important thing is to have a list 
of employee phone numbers stored off premises, 
Uiberall says. Because this list was available, he 
called some key partners and asked them to call 
other partners to tell them about the fire and that 
they would be contacted the next morning about 
where to meet. Staff who were working out of the 
office were told to continue doing so, and that they 
would be contacted the next afternoon. Within an 
hour, all 60 firm members either had been directly 
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Most guidance on developing a formal disaster 
recovery plan recommends that the first step is to assess 
risk. This risk assessment involves determining not only 
what disaster could occur, but also its impact on the firm. 
Watkins Uiberall had done that, if not formally. For a 
CPA firm, the greatest risks in any disaster are the loss of 
Regulators Expect Financial 
Planners to Implement Disaster 
Recovery Plans
According to Financial Planning 
interactive, the National Association 
of Securities Dealers (NASD) and 
the Securities and Exchange 
Commission (SEC) have begun 
sending out audit deficiency letters 
to broker-dealers and investment 
advisers that lack adequate disaster 
recovery plans. A NASD rule 
governing "business continuity 
plans" for broker-dealers could be 
in place this year. An SEC rule for 
investment advisers is expected to 
come later. To learn more about 
the SEC proposal, go to 
http://www.financialplanning.com/ 
pubs/fpi/20030404100.html.
staff and loss of data and information 
needed to serve clients. The firm’s 
maintaining a list of employees’ phone 
numbers off premises allowed them not 
only to contact employees but also to 
determine their whereabouts.
Finding new space
Before leaving about 10 P.M. Sunday night, 
Uiberall ordered two large portable offices 
to be delivered within 48 hours. The 
supplier confirmed that the portables were 
available in town. The plan was to locate 
the portables in the parking lot of the 
Jewish Community Center next door. 
Uiberall is a former officer of and involved 
with the Center, so he was confident the 
parking lot would be available.
The next morning at 7 A.M., Uiberall 
stopped at the building on his way to meet 
with managing partner Bill Watkins. In the 
clear light of day, it was obvious that they 
would need more than a week or two off 
premises, so he canceled the order for the 
portable buildings. When he met with Watkins, Bill 
decided that money was not an issue.“We decided that 
we’d worry about that later,” Uiberall said, “so another 
important thing is, you’ve got to be financially able not 
to worry about your insurance.”
Bill instructed the phone company to switch calls 
to his house and sent the secretary there. By 9:30 A.M., 
she was fielding phone calls forwarded to the line at 
his house.
Immediately, the partners set out to get office space, 
furniture, and computers. Because of a soft commercial 
real estate market, a lot of space was available. By 5 P.M. 
Monday, Bill Watkins had secured space. After 
looking at ten good locations, they settled on a place 
with 11,000 square feet. Although it would be cramped it 
met all other requirements. It was fully wired for phones 
and computers, including a T1 line to the building.
“Another requirement for a quick recovery is to have 
confidence and trust in management,” Uiberall says. “We 
had gotten a call about a space that looked pretty good. 
When we met with the partners at 2 P. M., Bill Watkins 
asked who wanted to go to look at space. Nobody 
wanted to take the time. We were all busy, each of us 
dealing with our own crises.”
By 8 A.M. the next morning, Watkins and Uiberall 
reviewed the lease. One major concern was that, as with 
many of the new class A buildings, they were required 
to pay for utilities used after hours, which could easily 
cost $1,500 a week. “The insurance company told us 
they would pay for it,” Uiberall says. “We weren’t sure 
but we signed the lease and told the furniture company 
to make their delivery Tuesday night.”
Offsite backup
To recover from disaster, “One of the most important 
things,” Uiberall says, “is off-site data backup, which we 
had although we did not have it for Saturday and 
Sunday.” In a risk assessment, a CPA firm, of course, 
would give very high priority to client information and 
data. Watkins Uiberall had to jump one hurdle to access 
their data. The fire marshal secured the building (now a 
crime scene) and would not let anyone in. All Watkins 
Uiberall wanted was to get a file server. Eventually, they 
gained unencumbered access.
Watkins Uiberall lost no records, which reduced the 
impact of the disaster. Uiberall said, “In the next two 
years, we’ll go to paperless audits and that will reduce 
that issue significantly. Most CPA firms in the next three 
years will use some imaging process. If you just have 
normal working paper files, I don’t know what you 
can do to replace them, even with insurance.”
At 3 P.M., staff met at the new space. They retrieved 
their personal things and their computers—most of which 
still worked, though covered with soot. Uiberall said, “We 
felt that loading software onto rented computers would 
take a lot of time; the best route was to use theirs.”
By 6 P.M., staff had brought their computers over, and 
rented furniture was being moved in. The phone 
company, which is a client, got the phones and had the 
internal lines working the next morning, but not the 
external line. By 1:30 A.M., the IT systems were up and 
running internally and completely.
At 8 A.M. Wednesday, Uiberall was at his desk. “We 
were functioning, not well, but we were functioning.” By 
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about noon on Thursday, the phones and computers 
were up and running externally. It took time for the T1 
line to be hooked up. Fortunately, another firm in the 
building allowed them to tie into theirs in the basement.
Keeping client contact
With minor exceptions, the firm made no effort to contact 
the clients. If they didn’t know about the fire, there was 
no need to tell them. If clients called, and several did, 
they got through with little difficulty. They were quickly 
told that no files were lost. Appointments on Monday and 
Tuesday were either canceled or clients were sent to part­
ners’ houses. “Not the best environment,” Uiberall said, 
“but it accomplished the goal.”
If people asked Uiberall what the experience was like, 
he would say, “It was miserable. Putting it in perspective, 
however, considering September 11 and the thousands of 
lives lost, files gone forever, and offices gone, we lost 
nothing. No one was hurt, and no files were lost. It was 
just inconvenient.” The inconvenience was working in 
space that wasn’t set up for normal firm operations. For 
example, in the firm’s present space, a file room, a 
processing room, and clerical people are all in one area, 
so when a file is needed, or someone is needed to get 
coffee or something for a client, or find something, a 
partner can dial one number and reach someone nine 
times out of ten. In the temporary space, these functions 
were in four different locations. “I would call the recep­
tionist and tell her to get me something,” Uiberall said, 
“Of course, during tax season, she’d be frustrated 
because the phone was ringing off the hook.”
Star quality staff
“Our staff was stellar—they were unbelievable, 
unbelievable,” Uiberall says. “Their attitude was, ‘Do what 
it takes to get it done.’ I didn’t hear one complaint. Our 
people, administrative and accounting staff, all acted like 
professionals. But it was tough.”
The disaster did cause the firm staff to have significant 
downtime. Given that 40 of the 60 employees who 
normally work ten hours a day were not working for two 
days, there was 800 hours of down time. Uiberall says, 
“You can’t make up 800 hours in March. I’m not saying 
we didn’t do it. We did. But it’s blood money in terms of 
what it takes out of you.”
About having a formal disaster recovery plan, Uiberall 
says, “A plan isn’t much different from not having a 
plan.” His comment underscores the need to test formal 
recovery plans frequently. “You can do a lot of research 
about where furniture or computers can be rented, but 
who knows whether those companies will be in business 
three years from now. So as long as you have 




ARMA International: The Association for Information 
Management Professionals
http://www.arma.org/resources/disaster_recovery.cfm
This site provides links to resource materials to help 
organizations to recover their business records and 
information.
Disaster Recovery: A Guide to Financial Issues
The focus of this resource is helping with the personal 
recovery of disaster survivors. It covers topics such as 
restoring household stability, managing an injury or 
disability, stabilizing finances, and lawsuits and other 
settlements. The guide was developed by the AICPA, the 
National Endowment for Financial Education, and the 
American Red Cross. A printable (pdf file) version of the 
Guide is accessible at www.redcross.org/services/ 
disaster/beprepared/financeprep.html.
Many financial planners distribute the guide to 
clients. To order bound copies of the Guide, visit 
www.cpa2biz.com/store, phone 1-888-777-7077, or fax 
1-800-362-5066, and refer to product no. 017231.
FEMA Emergency Management Guide for Business & 
Industry
http://www.fema.gov/library/bizindex.shtm
Developed by the Federal Emergency Management 
Agency (FEMA), the guide provides a step-by-step 
approach to emergency planning, response, and 
recovery for companies of all sizes.
Institute for Business & Safety
http://www.ibhs.org/business_protection/
Go to this site to learn how to get the “Open for 
Business—Disaster Recovery Plan” folder and to access 
“Open for Business: A Disaster Planning Toolkit for the 
Small Business Owner.” The toolkit is designed to help 
identify hazards the business may face; plan for and 
reduce the impact of disasters; keep the business operat­
ing; and advise on insurance, disaster supplies, and 
other resources to recover quickly. The toolkit includes 
several useful checklists, for example, an “Emergency 
Contact List,” a “Disaster Supply Checklist,” and an 
“Insurance Coverage Discussion Form.”
U.S. Small Business Administration Disaster Assistance 
http://www.sba.gov/disaster/
Go to the “Disaster Preparedness” tab in the left-hand 
column, to reach an outline for preparing for disaster.




The AICPA Business Damages Survey 
finds wide diversity in practices or 
approaches in many of the technical 
aspects of business damages calcula­
tions. More training is recommended.
M
any CPAs calculate business damages 
(also known as lost profits damages), as 
part of their practice. Individuals who 
provide these services typically are 
retained as expert witnesses in lawsuits. To determine 
the characteristics of those individuals and their firms 
and the methods they used in performing calculations, 
the AICPA conducted a Business Damages Survey. The 
research was designed in cooperation with the 
Economic Damages Task Force of the AICPA’s Litigation 
and Dispute Resolution Services Subcommittee and per­
formed by IntelliSurvey via an Internet-based survey. 
The researcher for the study and author of the survey 
report is Michael A. Crain, CPA/ABV, ASA, CFE. Crain is 
managing director of The Financial Valuation Group, 
Fort Lauderdale, Florida, and a current member of the 
AICPA Business Valuation Subcommittee.
Survey methodology
An invitation was sent via email to about 9,300 AICPA 
members who had expressed an interest in litigation 
services. Approximately 8,000 of those email addresses 
were valid and about 1,400 individuals requested to be 
removed from the survey panel. During the time the 
survey was conducted in the Fall of last year, 398 practi­
tioners completed the survey — a 6% completion rate.
Selected survey demographics
Half of the respondents were 50 years of age or older, 
and 34% were 40 to 49 years of age. Almost three- 
quarters (74%) were partners or owners in their firms; 
10% were directors. As is shown in Figure 1, 
“Percentage of Billable Time Spent on Business 
Damage Engagements,” most (55%) of the respondents 
spent less than one-quarter of their billable time on 
business damage engagements.
During the previous two years, the amount of 
damages in the average case was under $1 million for 
40% of the respondents. The cases of approximately 
one quarter (24%) averaged $1 to 2.9 million and those 
of another quarter averaged $5 million or more in 
damages. The remaining 11% had cases averaging $3 to 
4.9 million in damages. See Figure 2, “Amount of 
Damages in Average Case for Past Two Years.”
Figure 1
Percentage of Billable Time Spent on Business Damage 
Engagements
Figure 2
Amount of Damages in Average Case for Past Two Years
Survey conclusions
The study concluded that CPAs performing business 
damage calculations tend to be older practitioners (Half 
were age 50 or over, and 84% were age 40 or over). 
This is because practitioners with more experience 
would generally have more expertise, and, accordingly, 
juries and judges would tend to perceive them as more 
qualified. The survey also showed wide diversity in 
practices or approaches in many of the technical 
aspects of business damage calculations. This diversity 
is attributed to:
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• Different facts and circumstances of the particular 
lawsuits
• Differences in jurisdictional requirements or 
practices
• Misapplication of methodology
Because each lawsuit is unique in facts and circum­
stances and in the appropriate law, specific damage 
approaches and considerations can differ. The courts 
have not indicated a preference for a particular method­
ology to calculate business damages because there is 
little related case law.
The study concludes that the courts recognize that 
business damages should not be lim­
ited to a particular damage methodol­
ogy or set of variables because one 
prescribed methodology may not make 
the plaintiff whole in every circum­
stance. Nevertheless, good practice in 
determining business damages should 
be based on the application of sound 
financial theory, reasonable assump­
tions, and the correct application of the 
facts under the circumstances.
Education about such matters and a good understand­
ing of the role of the expert witness are desirable for 
the practitioner and can be obtained from a variety of 
sources. One source is the AICPA’s National Conference 
on Advanced Litigation Services and Fraud.
The survey results indicate practitioners may need a 
better understanding in the area of the appropriate dis­
count rate to determine the present value of future lost 
profits and its relationship to the income stream. When 
asked, for example, what discount rate they typically 
use to determine the present value of lost future profits 
in which the company is not totally destroyed, 27% said 
they used a risk-adjusted rate based on the riskiness of 
the forecast; 21% used a safe rate of return; 16% used 
the company’s weighted average cost of capital; 12% 
used the rate of return of a similar business; and the 
remainder answered some other rate.
When asked about the discount rate typically used 
when the business is totally destroyed, 22% used a risk- 
adjusted rate based on the riskiness of the forecast; 20% 
used the rate of return of a similar business, 17% used a 
safe rate of return; 13% used the company’s weighted- 
average cost of capital; 11% said that they base damages 
on the value of the company, and the remainder used 
some other rate.
The survey report cited another potential area for 
better understanding, namely, the legal concept of com 
pensatory damages, measured as the amount that will 
make the plaintiff whole. The report recommends also 
"Juries and judges 
have certain expec­
tations for the CPA 
who testifies as an 
expert"
that practitioners with less experience in performing 
damage calculations or testifying consider spending 
time in refining their technical and presentation skills 
through continuing education.
Finally, it recommends that practitioners exercise 
caution when relying on the attorney’s instructions to 
make critical assumptions in the measurement of dam­
ages unless they are reasonable assumptions or legal 
requirements. Juries and judges expect CPAs to bring 
all of their expertise into the courtroom, including 
those skills that allow them to evaluate financial 
assumptions. Although it may not be practical in every 
situation to evaluate all assump­
tions, the practitioner should 
understand that juries and judges 
have certain expectations for the 
CPA who testifies as an expert.
More details available
The full report contains more detail 
on the demographic characteristics 
of the respondents, as well as more 
details of the key findings upon 
which the conclusions are based. For a copy of the 
report, email pcpa@aicpa.org. Include a mailing 
address because only hard copies are available.
Last Straws for 
Family Businesses
A
dvisers to family businesses know that 
certain issues cause conflicts in these 
businesses. Such issues include putting a 
spouse on the payroll, stock incentives, or 
first class travel. Although the policies may be legal 
and ethical, family members may perceive them as 
wrong or inequitable. The result can be a serious fam­
ily rift that threatens business continuity.
Efamilybusiness.com provides a list of the common 
issues that businesses’ advisers should be sensitive to in 
order to help family business leaders avoid threatening 
problems. A list of 11 such issues is provided in “Sources 
of Conflict: Family Business ‘Hot Spots,”’ which is accessi­
ble at http://ww.efamilybusiness.com/fep_articles_free.php.
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Beware the Iron 
Parachute
Case studies provide guidance for 
assessing fraud risk
L
ife in prison for white-collar criminals? Could 
be. Business Week (April 7, 2003) reports that, 
as of January 25, 2003, a change in federal 
sentencing guidelines mandated by the 
Sarbanes-Oxley Act can result in white-collar criminals 
being sentenced to life imprisonment. This severe 
punishment, however, requires the crime to have a 
combination of the following characteristics: more than 
250 victims; a loss of at least $400 million; involvement 
of a public company; or a threat to a financial 
institution’s solvency.
Lawyers who defend white-collar criminals don’t 
expect clients’ golden para­
chutes to turn into iron 
bars. They do expect, 
however, that prosecutors 
will succeed in convicting 
executives suspected of 
accounting fraud more often 
than they have up to now. In 
the past, cases involving 
accounting fraud have been 
difficult for federal agencies to prosecute as criminal 
cases because “they have to prove that an executive 
knew or should have known about the fraud in order to 
indict,” according to John K. Markey, a former assistant 
U.S. Attorney, now with Mintz Levin Cohn Ferris Glovsky 
and Popeo PC. “With the Sarbanes-Oxley requirement 
for strong internal controls and officer certification of 
financial statements,” Markey, quoted in CFO, says, “the 
presumption will be that the CFO must have known if 
something was wrong.”
Facing fraud risks
Sarbanes-Oxley also requires that “each registered public 
accounting firm that prepares or issues the audit report 
for the issuer shall attest to, and report on, the assess­
ment made by the management of the issuer.” 
Regardless of federal sentencing guidelines and the 
Sarbanes-Oxley Act, SAS No. 99 “Consideration of Fraud 
in a Financial Statement Audit” requires auditors to 
"A company's defense is 
bolstered if a program 
designed to prevent 
misconduct is in place."
review the organization’s programs and controls to 
address fraud risks. Depending on the existing control 
structure, management may need to implement stronger 
fraud prevention programs and controls than are 
currently in place.
The fight against fraud in any organization—publicly 
owned or privately held—begins with strong fraud pre­
vention programs and controls. Ultimately, the owners 
and senior management of a company bear responsibility 
when misconduct occurs. When agents outside a 
company or employees charge that it fostered miscon­
duct, the company’s—and owners’ and managers’— 
defense is bolstered if a program designed to prevent 
such misconduct is in place.
Helpful resources
A key element of antifraud programs and controls is 
evaluating the risks of fraud and implementing steps to 
mitigate risks. Ideally, fraud risk assessment is part of an 
enterprise-wide risk monitoring process. External audi­
tors will find help in SAS No. 99’s collection of fraud risk 
factors segregated into the 
areas of fraudulent financial 
reporting and asset misappro­
priation. In addition, a good 
deal of guidance in this area is 
available at the AICPA Web 
site. Recently added to the 
Antifraud and Corporate 
Responsibility Resource Center 
of the site are several case 
studies that will be helpful to auditors in recognizing 
situations which may require particular vigilance. For 
example, in a case study entitled “Loose Controls at an 
NPO: Internal Controls and Fictitious Invoices,” the CPA 
assigned as the in-charge auditor finds himself in a 
situation that makes him suspicious of some organization 
employees.
This case study and several others provide not only 
information and guidance that is helpful and useful but 
also expert commentary.
How to get there
To access the case studies, go to http://www.aicpa.org. 
In the “Spotlight Area” (the upper left box), click on 
“Antifraud and Corporate Responsibility Resource 
Center.” This will take you to another “Spotlight Area” 
(right box) where the second tab “New Web-based Fraud 
and Ethics Case Studies and Commentaries to Business 
and Industry” will take you to the case studies.
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o you know how 
many billable hours 
professional staff at 
other firms in your 
state average? Would you like to 
find out how much other firms in 
your area spend on rent? What 
other services are competing 
firms selling?
The PCPS National MAP 
Survey delves into these issues 
and many more. This valuable tool 
provides firms with comparative 
management data to help them 
benchmark against similar firms 
from around the country. And, 
by helping CPAs identify the 
strengths and weaknesses of their 
practices as represented by these
Letters to the Editor
The Practicing CPA encourages 
its readers to write letters on 
practice management issues and 
on published articles. Please 
remember to include your name 
and telephone and fax numbers. 
Send your letters by e-mail to 
pcpa@aicpa.org. 
data, it provides a road map for 
future planning.
“I am growing my firm — and 
the information from the 
PCPS National MAP Survey has 
proved invaluable in determining 
what additional services to 
offer my existing clients and in 
deciding where to invest my 
current resources,” noted Mike 
Wright, a sole proprietor who 
participated in last year’s survey.
PCPS and the Texas 
Society of Certified Public 
Accountants (TSCPA) will launch 
the PCPS/TSCPA National MAP 
Survey for 2003 online in 
mid-June. All PCPS members are 
entitled to a free national report.
In addition, on June 11, 
attendees of the Practitioners’ 
Symposium can participate in a 
MAP Survey Roundtable session. 
At the session, firms will have the  
opportunity to hear an update on 
the survey and learn first-hand 
from a leading firm that uses the 
survey tool to benchmark its own 
practices, thereby ensuring contin­
ued profitability and growth.
For more information on 
the survey, including a complete 
timeline, Frequently Asked 
Questions, a sample report, and 
an updated list of participating 
states visit http://www.pcps.org and 
click on the “2003 National MAP 
Survey” logo on the left hand 
side of the screen.
PCPS, an alliance of the AICPA, 
represents more than 6,000 
local and regional CPA firms. 
The goal of PCPS is to provide 
member firms with up-to-date 
information, advocacy, and 
solutions to challenges facing 
their firms and the profession. 
Please call 1-800-CPA-FIRM 
for more information.
Did you Know...
...that as a PCPS member, all 
members of your firm are enti­
tled to a $100 discount on the 
registration fee for Practitioners 
Symposium? More than 120 
CPAs took advantage of this for 
last year’s Symposium. You can 






he Major Firms Group 
will meet on July 17 
and 18 in Dana Point, 
California. Check the 
PCPS Web site http://www.pcps. 
org — for more information as 
meeting details are finalized.
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Readers' 
Responses
"The following are excerpts from 
responses to “The Future of the
Accounting Profession," The
Practicing CPA, February 2003.
Serving with integrity and pride
I
 find it incredible that the lead article in the 
February 2003 The Practicing CPA, under the 
question “How did we get there?” reported 
Joseph Berardino’s remarks without any 
comment as to the underlying reasons for the massive 
failures that created the fiascos of Enron, WorldCom, 
and the other blights of financial reporting. It’s time for 
the AICPA and CPAs in general to stop blaming the “pro­
fession” for the misdeeds of Arthur Andersen and the 
others who have created the financial disasters of the 
past year. The vast majority of the “profession” are hon­
est, hard working, independent and ethical people who 
serve their clients, the public, and our country with 
integrity and pride.
That’s the message that must be publicized. That’s how 
we will restore the credibility and confidence of the CPA 
profession.
Edwin J. Kliegman, CPA
Working hard to provide quality
Believe it or not, CPAs can be successful by working hard 
at providing high-quality, timely delivered traditional 
services. Let’s hear from practitioners who do that well. 















PCPS/The AICPA Alliance for CPA Firms
